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ROCKY MOUNTAIN CHOCOLATE FACTORY, INC, 
FRANCHISE AGREEMENT 



THIS AGREEMENT (the "Agreement") is made this day of 20 , by 

and between ROCKY MOUNTAIN CHOCOLATE FACTORY, INO, a Colorado corporation, located at 
265 Turner Drive, Durango, Colorado 81303 (the "Franchisor") and 

^ 5 located at ^ 

_„_ ™____ (the "Franchisee"), who, on the basis of the following 



understandings and agreements, agree as follows: 

1. PURPOSE 

1.1 The Franchisor has developed methods for establishing, operating and promoting retail 
stores selling gourmet chocolates and other premium confectionery products ("ROCKY MOUNTAIN 
CHOCOLATE FACTORY Stores" or "Stores") using the service mark "ROCKY MOUNTAIN 
CHOCOLATE FACTORY" and related trade names and trademarks ("Marks") and the Franchisor's 
proprietary methods of doing business (the "Licensed Methods"). 

12. The Franchisor grants the right to others to develop and operate ROCKY MOUNTAIN 
CHOCOLATE FACTORY Stores, under the Marks and pursuant to the Licensed Methods. 

1.3. The Franchisee desires to establish a ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store at a location identified herein or to be later identified, and the Franchisor desires to grant the 
Franchisee the right to operate a ROCKY MOUNTAIN CHOCOLATE FACTORY Store at such location 
under the terms and conditions which are contained in this Agreement. 

2. GRANT OF FRANCHISE 

2.1, Grant of Franchise. 

The Franchisor grants to the Franchisee, and the Franchisee accepts from the Franchisor, the right 
to use the Marks and Licensed Methods in connection with the establishment and operation of a ROCKY 
MOUNTAIN CHOCOLATE FACTORY Store, at the location described in Article 3 of this Agreement. 
The Franchisee agrees to use the Marks and Licensed Methods, as they may be changed, improved, and 
further developed by the Franchisor from time to time, only in accordance with the terms and conditions 
of this Agreement 

2-2. Scope of Franchise Operations, 

The Franchisee agrees at all times to faithfully, honestly and diligently perform the Franchisee's 
obligations hereunder, and to continuously exert best efforts to promote the ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store. The Franchisee agrees to utilize the Marks and Licensed Methods to 
operate all aspects of the business franchised hereunder in accordance with the methods and systems 
developed and prescribed from time to time by the Franchisor, all of which are a part of the Licensed 
Methods. The Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY Store shall offer such 
products and services as the Franchisor shall designate and shall be restricted from manufacturing, 
offering or selling any products or services not previously approved by the Franchisor in writing. The 
Franchisee is required to devote a minimum of 50% of all retail display space to ROCKY MOUNTAIN 
CHOCOLATE FACTORY brand assorted bulk chocolates and boxed and packaged candies. The 
Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY Store must feature ROCKY 
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MOUNTAIN CHOCOLATE FACTORY brand candy manufactured by the Franchisor or its designees 
("Factory Candy") and related nonconfectionery items ("Items") approved by the Franchisor in writing. 
Depending on the retail environment and the configuration of the Store, the Franchisee may also be 
permitted to make, offer and sell store-made candies ("Store Candy") prepared in accordance with 
recipes and techniques set forth in the Operations Manual, as that term is defined in Section 8.L Some 
Stores do not offer Store Candy. 

3. FRANCHISED LOCATION AND DESIGNATED AREA 
3,1» Franchised Location. 

The Franchisee is granted the right and franchise to own and operate one ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store at the address and location which shall be set forth in Exhibit I attached 
hereto ("Franchised Location"). The type of Store configuration shall also be set forth in Exhibit L 
attached hereto. Some smaller Stores are designated as "Kiosks" or "Kiosk Stores" in this Agreement 
and all references to "Stores" include Kiosk Stores. 

3.2. Limitation on Franchise Rights; Relocation. 

The rights that are hereby granted to the Franchisee are for the specific Franchised Location and 
cannot be transferred to an alternative Franchised Location, or any other location, without the prior 
written approval of the Franchisor. If the Franchisee has operated a ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store for not less than 12 months and desires to relocate it to an alternative 
site, the Franchisee must set forth its reasons for requesting the relocation in writing to the Franchisor, 
along with a proposed new location. The Franchisor will have 30 days from receipt of the Franchisee's 
written request to respond. If the Franchisor approves the relocation and the proposed new location, and if 
the ov/nership of the Franchisee di>es not change in any respect from the ownership of the Franchisee 
before the relocation, then the Franchisee may move its Store to the new approved location, provided that 
the Franchisee signs the Franchisor's then current form of Franchise A.greement and opens the Store at the 
new location within 12 months after the Store closes at its former Franchised Location. In addition, the 
Franchisee will be required to pay a nonrefundable design fee of $2,500 to the Franchisor for the 
Franchisor's Store designers to design the layout of the Franchisee's new Store location. A similar design 
fee will also apply if the Franchisee requests design assistance in remodeling its Store at any time during 
the term of this Agreement. See Section 52 below. The Marks and Licensed Methods are licensed to the 
Franchisee for the operation of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store only at the 
Franchised Location; therefore, the Franchisee may not operate food carts, participate in food festivals or 
offer any other type of off-site food services using the Marks and Licensed Methods without the prior 
written consent of the Franchisor, in which case the Franchisor and the Franchisee shall execute an 
addendum to this Agreement relating to the operation of "Satellite Stores" (if this Agreement governs the 
operation of a traditional Store, any Satellite Store(s) shall be governed by separate Franchise 
Agreements) or "Temporary Stores." 

3.3. Franchisor's Reservation of Rights. 

The Franchisee acknowledges that the franchise granted hereunder is non-exclusive and that the 
Franchisor retains the rights, among others: (1) to use, and to license others to use, the Marks and 
Licensed Methods for the operation of ROCKY MOUNTAIN CHOCOLATE FACTORY Stores, Kiosk 
Stores, Satellite Stores and Temporary Stores, at any location other than at the Franchised Location; (2) to 
use the Marks and Licensed Methods to identify services and products, promotional and marketing efforts 
or related items, and to identify products and services similar to those which the Franchisee will sell, but 
made available through alternative channels of distribution other than through traditional ROCKY 
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MOUNTAIN CHOCOLATE FACTORY Stores, at any location other than at the Franchised Location, 
including, but not limited to, through Satellite Stores, Temporary Stores, Kiosk Stores, by way of mail 
order, (including electronic mail order), the Internet, catalog, television, retail store display or through the 
wholesale sale of its products to unrelated retail outlets or to candy distributors or outlets located in 
stadiums, arenas, airports, turnpike rest stops or supermarkets; and (3) to use and license the use of other 
proprietary marks or methods in connection with the sale of products and services similar to those which 
the Franchisee will sell or in connection with the operation of retail stores selling gourmet chocolates or 
other premium confectionery products, at any location other than at the Franchised Location, which stores 
are the same as, or similar to, or different from a traditional ROCKY MOUNTAIN CHOCOLATE 
FACTORY Store or a Satellite Store, a Temporary Store or a Kiosk Store, on any terms and conditions as 
the Franchisor deems advisable, and without granting the Franchisee any rights therein. 

4. INITIAL FRANCHISE FEE 

41. Initial Franchise Fee. 

In consideration for the right to develop and operate one ROCKY MOUNTAIN CHOCOLAIE 
FACTORY Store, the Franchisee agrees to pay to the Franchisor an initial franchise fee in the amount set 
forth in Exhibit I attached hereto, $5,000 of which is due and payable as of the date of execution of this 
- Agreement, with the balance due and payable at the earlier of (a) 120 days from the date this Agreement 
is executed or (b) the date that a lease is executed for a Franchised Location that has been approved by the 
Franchisor. The Franchisee acknowledges and agrees that the initial franchise fee represents payment for 
the initial grant of the rights to use the Marks and Licensed Methods, that the Franchisor has earned the 
initial franchise fee upon receipt thereof and that the fee is under no circumstances refundable to the 
Franchisee after it is paid, unless otherwise specifically set forth in this Agreement. If a transfer occurs, 
no initial franchise fee shall be due at the time that the Franchisee transfers the Store to another party, but 
a transfer fee will apply as set forth in Section 16.2 of this Agreement. 

5, DEVELOPMENT OF FRANCHISED LOCATION 

5,1. Approval of Lease. 

The Franchisee shall obtain the Franchisor's prior written approval before executing any lease or 
purchase agreement for the Franchised Location. Any lease for the Franchised Location shall, at the 
option of the Franchisor, contain provisions including: (1) allowing for assignment of the lease to the 
Franchisor in the event that this Agreement is terminated or not renewed for any reason; (2) giving the 
Franchisor the right to cure any default by the Franchisee under such lease; and/or (3) providing the 
Franchisor with the right, exercisable upon and as a condition of the approval of the Franchised Location, 
to execute the lease agreement or other document providing entitlement to the use of the Franchised 
Location in its own name or jointly with the Franchisee as lessee and, upon the exercise of such option, 
the Franchisor shall provide the Franchisee with the right to use the premises as its sublessee, assignee, or 
other similar capacity upon the same terms and conditions as obtained by the Franchisor. The Franchisor 
may choose to hire a third party professional to negotiate the Franchisee's lease and the Franchisee agrees 
to reimburse the Franchisor for its actual costs associated with any such negotiation. The Franchisee shall 
deliver a copy of the signed lease for the Franchised Location to the Franchisor within 15 days of its 
execution. The Franchisee acknowledges that approval of a lease for the Franchised Location by the 
Franchisor does not constitute a recommendation, endorsement or guarantee by the Franchisor of the 
suitability of the location or the lease and the Franchisee should take all steps necessary to ascertain 
whether such location and lease are acceptable to the Franchisee. 
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5.2. Conversion and Design. 

The Franchisee acknowledges that the layout, design, decoration and color scheme of ROCKY 
MOUNTAIN CHOCOLATE FACTORY Stores are an integral part of the Franchisor's proprietary 
Licensed Methods and accordingly, the Franchisee shall convert, design and decorate the Franchised 
Location in accordance with the Franchisor's plans and specifications which are contained in a Design 
and Construction Manual that is considered, for the puiposes of this Agreement, to be a part of the 
Operations Manual, defined in Section 8 J . The Franchisee shall hire an architect/designer to prepare 
written plans for the Store's layout and construction, which plans shall be submitted to the Franchisor for 
its prior written approval Throughout the term of this Agreement, the Franchisee shall also obtain the 
Franchisor's written consent to any remodeling or decoration of the premises before remodeling or 
decorating begins, recognizing that such remodeling, decoration and any related costs are the Franchisee's 
sole responsibility. If the Franchisee remodels its Store at any time during the term of this Agreement, the 
Franchisee shall pay the Franchisor $2,500 for the Franchisor's design services. 

5.3. Signs. 

The Franchisee shall purchase or otherwise obtain for use at the Franchised Location and in 
co^iiection with the ROCKY MOUNTAIN CHOCOLATE FACTORY Store, signs which comply with, 
the standards and specifications of the Franchisor as set forth in the Operations Manual, as that term is 
defined in Section 8.L It is the Franchisee's sole responsibility to insure that any signs comply with 
applicable local ordinances, building codes and zoning regulations. Any modifications to the Franchisor's 
standards and specifications for signs that must be made due to local ordinances, codes or regulations 
shall be submitted to the Franchisor for prior written approval. The Franchisee acknowledges the Marks, 
or any other name, symbol or identifying marks on any signs shall only be used in accordance with the 
Franchisor's standards and specifications and only with the prior written approval of the Franchisor. 

5.4. E quipment. 

The Franchisee shall purchase or otherwise obtain for use at the Franchised Location and in 
connection with the ROCKY MOUNTAIN CHOCOLATE FACTORY Store, equipment of a type and in 
an amount which complies with the standards and specifications of the Franchisor. The Franchisee 
acknowledges that the type, quality, configuration, capability and/or performance of the equipment are all 
standards and specifications which are a part of the Licensed Methods and therefore such equipment must 
be purchased, leased, or otherwise obtained in accordance with the Franchisor's standards and 
specifications and only from suppliers or other sources approved by the Franchisor. The Franchisee must 
purchase a facsimile machine and connect it to a phone line that is separate from the main phone number 
for the Store. The Franchisee shall equip the Store with an integrated store information system 
("System"), computer hardware and software, printers and other designated equipment consistent with the 
standards and specifications of the Franchisor. The Franchisor requires that it be given reasonable access 
to information and data regarding the Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store by computer modem with a separate phone line dedicated to such modem, or by another form of 
electronic transmission. The Franchisor also requires the Franchisee to obtain and maintain an account 
with an Internet service provider that meets the Franchisor's standards and specifications to facilitate 
electronic communication. 

5.5. Permits and Licenses. 

The Franchisee agrees to obtain all such permits and certifications as may be required for the 
lawful construction and operation of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store 
together with all certifications from government authorities having jurisdiction over the site, that 
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all requirements for construction and operation have been met, including without limitation, zoning, 
access, sign, health, safety requirements, building and other required construction permits, licenses to do 
business and fictitious name registrations, sales tax permits, health and sanitation permits and ratings and 
fire clearances. The Franchisee agrees to obtain all customary contractors' sworn statements and partial 
and final lien waivers for construction, remodeling, decorating and installation of equipment at the 
Franchised Location. The Franchisee shall sign and deliver to the Franchisor the Permit, License and 
Construction Certificate set forth as Exhibit V to this Agreement, to confirm Franchisee's compliance 
with the Americans with Disabilities Act and other provisions of this Section 5.5 not later than 30 days 
prior to the date the Store begins operating. Copies of all inspection reports, warnings, certificates and 
ratings issued by any governmental entity during the term of this Agreement in connection with the 
conduct of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store which indicates the Franchisee's 
failure to meet or maintain the highest governmental standards, or less than full compliance by the 
Franchisee with any applicable law, rule or regulation, shall be forwarded to the Franchisor within five 
days of the Franchisee's receipt thereof. 

5.6. Commencement of Operations. 

Unless otherwise agreed in writing by the Franchisor and the Franchisee, the Franchisee has 180 
days from the date of this Agreement within which to complete the initial training program, described in 
Section 6.1 of this Agreement, develop the Franchised Location and commence operation of the ROCKY 
MOUNTAIN CHOCOLATE FACTORY Store. Failure to commence operations within this time frame 
shall constitute grounds for termination under Article 18 of this Agreement. The Franchisor will extend 
the time in which the Franchisee has to commence operations for a reasonable period of time in the event 
factors beyond the Franchisee's reasonable control prevent the Franchisee from meeting this development 
schedule, so long as the Franchisee has made reasonable and continuing efforts to comply with such 
development obligations and the Franchisee requests, in writing, an extension of time in which to have its 
ROCKY MOUNTAIN CHOCOLATE FACTORY Store established before such development period 
lapses. However, notwithstanding the Franchisor's written agreement to extend the Franchisee's 
development period, if more than 270 days elapse between the date of this Agreement and the 
commencement of operation of the Store, the Franchisor reserves the right, in its sole discretion, to 
require the Franchisee to execute the Franchisor's then current form of Franchise Agreement or an 
amendment to this Agreement to conform this Agreement with the terms of the then current Franchise 
Agreement, 

6. TRAINING 

6*1' Initial Training Program. 

After the Franchisee executes a lease for the Franchised Location, the Franchisee or, if the 
Franchisee is not an individual, the person designated by the Franchisee to assume primary responsibility 
for the management of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store, ("General 
Manager") is required to attend and successfully complete the initial training program which is offered 
by the Franchisor at one of the Franchisor's designated training facilities. Up to three individuals are 
eligible to participate in the Franchisor's initial training program without charge of a tuition or fee. The 
Franchisee shall be responsible for any and all traveling and living expenses incurred in connection with 
attendance at the training program. At least one individual must successfully complete the initial training 
program prior to the Franchisee's commencement of operation of its ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store. 
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6.2, Length of Training. 

The initial training program shall consist of 7 days of instruction at a location designated by the 
Franchisor; provided, however, that the Franchisor reserves the right to waive a portion of the training 
program or alter the training schedule, if in the Franchisor's sole discretion, the Franchisee or General 
Manager has sufficient prior experience or training. 

63. Additional Training. 

From time to time, the Franchisor may present seminars, conventions or continuing development 
programs or conduct meetings for the benefit of the Franchisee. The Franchisee or its General Manager 
shall be required to attend any ongoing mandatory seminars, conventions, programs or meetings as may 
be offered by the Franchisor. The Franchisor shall give the Franchisee at least 30 days prior written 
notice of any ongoing seminar, convention or program that is deemed mandatory. The Franchisor shall 
not require that the Franchisee attend any ongoing training more often than once a year. All mandatory 
training will be offered without charge of a tuition or fee; provided, however, the Franchisee will be 
responsible for all traveling and living expenses which are associated with attendance at the same. 

7. DEVELOPMENT ASSISTANCE 

7.1. Franchisor's Development Assistance. 

The Franchisor shall provide the Franchisee with assistance in the initial establishment of the 
ROCKY MOUNTAIN CHOCOLATE FACTORY Store as follows: 

a. Provision of the initial training program to be conducted at the Franchisor's 
designated training facilities or at another location designated by the Franchisor, as der^cribed in 
Article 6 above. 

b. Provision of written guidelines for a Franchised Location that shall include, 
without limitation, specifications for space requirements and build out. The Franchisee 
acknowledges that the Franchisor shall have no other obligation to provide assistance in the 
selection and approval of a Franchised Location other than the provision of such written 
specifications and approval or disapproval of a proposed Franchised Location, which approval or 
disapproval shall be based on information submitted to the Franchisor in a form sufficient to 
assess the proposed location as may be required by the Franchisor, in the Franchisor's sole 
discretion, and on information gathered by the Franchisor, 

c. Direction regarding the required conversion, design and decoration of the 
ROCKY MOUNTAIN CHOCOLATE FACTORY Store premises, plus specifications concerning 
signs, decor and equipment. 

d. Direction regarding the selection of suppliers of equipment, items and materials 
used and inventory offered for sale in connection with the ROCKY MOUNTAIN CHOCOLATE 
FACTORY Store. The Franchisor will determine the Franchisee's inifial inventory of Factory 
Candy that the Franchisee will purchase, depending on the size and configuration of the Store. 
After execution of this Agreement, the Franchisor will provide the Franchisee with a list of 
approved suppliers, if any, of such equipment, items, materials and inventory and, if available, a 
description of any national or central purchase and supply agreements offered by such approved 
suppliers for the benefit of ROCKY MOUNTAIN CHOCOLATE FACTORY franchisees. 
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e. Provision of an Operations Manual in accordance with Section 8,1 below. 

f. As the Franchisor may reasonably schedule, and depending on availability of 
personnel, the Franchisor will make available to the Franchisee at or close to the opening of the 
Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY Store, a representative ("Site 
Representative") who will be present for up to jfive days beginning approximately three days 
prior to the opening of the Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY Store. 
If the Franchisee's Store opens on or near a holiday, however, the Site Representative shall not 
begin the in-Store assistance until three days after the holiday. Holidays shall include, but not be 
limited to, New Years Day, Valentines Day, Easter, Memorial Day, Fourth of July, Labor Day, 
Thanksgiving, Hanukkah and Christmas. There will be no charge to the Franchisee for this 
service provided by the Franchisor. The Site Representative will assist the Franchisee's 
employees in opening the Store, unless in the Franchisor's detennination, the Franchisee or the 
General Manager have sufficient prior training or experience. 

8. OPERATIONS MANUAL 

8.1. Operations Manual. 

The Franchisor agrees to loan to the Franchisee one or more manuals, technical bulletins, 
cookbooks and recipes and other written materials (collectively referred to as "Operations Manual") 
covering Factory Candy ordering. Store Candy manufacturing, processing and stocking and other 
operating and in-store marketing techniques for the ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store. The Franchisee agrees that it shall comply with the Operations Manual as an essential aspect of its 
obligations under this Agreement, that the Operations Manual shall be deemed to be incorporated herein 
by reference and failure by the Franchisee to substantially comply with the Operations Manual may be 
considered by the Franchisor to be a breach of this Agreement. 

8.2. Confidentiality of Operations Manual Contents. 

The Franchisee agrees to use the Marks and Licensed Methods only as specified in the Operations 
Manual. The Operations Manual is the sole property of the Franchisor and shall be used by the Franchisee 
only during the term of this Agreement and in strict accordance with the terms and conditions hereof. 
The Franchisee shall not duplicate the Operations Manual nor disclose its contents to persons other than 
its employees or officers who have signed the fonti of Confidenfiality and Noncompetition Agreement 
attached hereto as Exhibit VI and incorporated herein by reference. The Franchisee shall return the 
Operations Manual to the Franchisor upon the expiration, tennination or transfer of this Agreement. 

8.3. Changes to Operations Manual. 

The Franchisor reserves the right to revise the Operations Manual from time to time as it deems 
necessary to update or change operating and marketing techniques, standards and specifications for all 
components of the Licensed Methods and approved Factory Candy, Items and Store Candy offered by 
Stores. The Franchisee, within 30 days of receiving any updated information, shall in turn update its copy 
of the Operations Manual as instructed by the Franchisor and shall conform its operations with the 
updated provisions within a reasonable time after receipt of such updated information. The Franchisee 
acknowledges that a master copy of the Operations Manual maintained by the Franchisor at its principal 
office shall be controlling in the event of a dispute relative to the content of any Operations Manual 
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9, OPERATING ASSISTANCE 

9.1. Franchisor's Services. 

The Franchisor agrees that, during the Franchisee's operation of the ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store, the Franchisor shall make available to the Franchisee the following 
services: 

a. Upon the reasonable request of the Franchisee, consultation by telephone and 
electronic mail regarding the continued operation and management of a ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store and advice regarding the retail services, product quality control, 
inventory issues, customer relations issues and similar advice. 

b. Access to advertising and promotional materials as may be developed by the 
Franchisor, the cost of which may be passed on to the Franchisee at the Franchisor's option. 

c. On-going updates of information and programs regarding the candy industry, the 
ROCKY MOUNTAIN CHOCOLATE FACTORY concept and related Licensed Methods, 
including, without limitation, information about special or new products which may be developed 
and made available to ROCKY MOUNTAIN CHOCOLATE FACTORY franchisees. 

d. Depending on availability, allow replacement or additional General Managers to 
attend the initial training program. The Franchisor reserves the right to charge a tuition or fee in 
an amount payable in advance, commensurate with the Franchisor's then current published prices 
for such training. The Franchisee shall be responsible for all travel and living expenses incurred 
by its personnel during the training program. Further, the availability of the training program 
shall be subject to space considerations and prior commitments to new ROCKY MOUNTAIN 
CHOCOLATE FACTORY franchisees. 

9.2, Aaditional Franchisor Services. 

Although not obligated to do so, upon the reasonable request of the Franchisee, the Franchisor 
may make its employees or designated agents available to the Franchisee for on-site advice and assistance 
in connection with the on-going operation of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store 
governed by this Agreement. In the Qwmt that the Franchisee requests such additional assistance and the 
Franchisor agrees to provide the same, the Franchisor reserves the right to charge the Franchisee for all 
travel, lodging, living expenses, telephone charges and other identifiable expenses associated with such 
assistance, plus a fee based on the time spent by each employee on behalf of the Franchisee, which fee 
will be charged in accordance with the then current daily or hourly rates being charged by the Franchisor 
for assistance. 

10. FRANCHISEE'S OPERATIONAL COVENANTS 
10.1. Store Operations. 

The Franchisee acknowledges that it is solely responsible for the successful operation of its 
ROCKY MOUNTAIN CHOCOLATE FACTORY Store and that the continued successful operation 
thereof is, in part, dependent upon the Franchisee's compliance with this Agreement and the Operations 
Manual. In addition to all other obligations contained in this Agreement and in the Operations Manual, 
the Franchisee covenants that: 
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a. The Franchisee shall maintain clean, efficient and high quality ROCKY 
MOUNTAIN CHOCOLATE FACTORY Store operations and shall operate the business in 
accordance with the Operations Manual and in such a manner as not to detract from or adversely 
reflect upon the name and reputation of the Franchisor and the goodwill associated with the 
ROCKY MOUNTAIN CHOCOLATE FACTORY name and Marks. 

b. The Franchisee will operate its ROCKY MOUNTAIN CHOCOLATE 
FACTORY Store in compliance with all applicable laws, health department regulations and other 
ordinances. In connection therewith, the Franchisee will be solely and fully responsible for 
obtaining any and all licenses to operate the ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store. The Franchisee shall promptly forward to the Franchisor copies of all health department, 
fire department, building department and other similar reports of inspections as and when they 
become available. 

c. The Franchisee and all persons who work behind the counter at the Store in any 
capacity, whether or not they are employees of the Franchisee ("Personnel"), shall conduct 
themselves In such a manner so as to promote a good image to the public and to the business 
community. At no time shall any of the Personnel engage in unreasonable or disrespectful 
behavior toward anyone, including using offensive or rude language or gestures. The Franchisee 
shall at all times require its Personnel to follow the Code of Conduct as set forth in the Operations 
Manual. 

d. The Franchisee acknowledges that proper management of the ROCKY 
MOUNTAIN CHOCOLATE FACTORY Store is important and shall insure that the Franchisee 
or a designated General Manager who has completed the Franchisor's initial training program be 
responsible for the management of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store 
after commencement of Store operations and be present at the Franchised Location during 
operation of the Store. 

e. The Franchisee shall offer only authorized products and services as are more 
fully described in the vendor lists which are a part of the Operations Manual, which may include, 
without limitation, Factory Candy, Store Candy, Items and other authorized confectioner)^ food 
and beverage products. The Franchisee shall offer only the types of products and services as 
from time to time may be prescribed by the Franchisor and shall refrain from offering any other 
types of products or services, from or through the ROCKY MOUNTAIN CHOCOLATE 
FACTORY Store, including, without limitation, filling "Wholesale Orders", defined below, 
selling Factory Candy, Store Candy, Items or other authorized products through the Internet, or 
catering or other off-premises sales, without the prior written consent of the Franchisor. 
"Wholesale Orders" are defined as those orders or sales where the principal purpose of the 
purchase is for resale, not consumption, or any sale other than those sold over the counter at a 
price other than that price charged to the general public; provided, however, that volume 
discounted sales made on the premises at the Franchised Location to a single purchaser, not for 
resale, and discounted sales made on the premises at the Franchised Location to charitable 
organizations for fund-raising purposes shall be permitted. Factory Candy, Store Candy and Items 
shall never be sold in containers or bags other than those approved and supplied by the Franchisor 
or other supplier approved by the Franchisor, 

f The Franchisee shall promptly pay when due all taxes and other obligations owed 

to third parties in the operation of the ROCKY MOUNTAIN CHOCOLATE FACTORY Store, 
including without limitation, unemployment and sales taxes, and any and all accounts or other 
indebtedness of every kind incurred by the Franchisee in the conduct of the ROCKY 
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MOUNTAIN CHOCOLATE FACTORY Store. In the event of a bona fide dispute as to the 
liability for taxes assessed or other indebtedness, the Franchisee may contest the validity or the 
amount of the tax or indebtedness in accordance with procedures of the taxing authority or 
applicable law; however, in no event shall the Franchisee permit a tax sale or seizure by levy or 
execution or similar writ or warrant, or attachment by a creditor to occur against the premises of 
the Franchised Location, or any improvement thereon. 

g. The Franchisee shall subscribe for and maintain not fewer than two or three 

separate telephone numbers for its ROCKY MOUNTAIN CHOCOLATE FACTORY Store at the 
Franchised Location, depending on the size and configuration of the Store or Kiosk. One number 
shall be used exclusively for voice communication, the second shall be used exclusively for the 
modem that is included in the System. If a third telephone number is required, it shall be used 
exclusively for a facsimile machine. The telephone number and, if applicable, the facsimile 
machine number, shall be listed and identified exclusively with the ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store in all official telephone directories and in all advertising in 
which such numbers appear and shall be separate and distinct from all other telephone numbers 
subscribed for by the Franchisee. 

h. The Franchisee shall comply with all agreements with third parties related to the 

ROCKY MOUNTAIN CHOCOLATE FACTORY Store including, in particular, all provisions of 
any lease for the Franchised Location. 

i. The Franchisee and all employees of the Franchisee shall adhere to strict 

grooming and dress code guidelines, as described in the Code of Conduct set forth in the 
Operations Manual, while on duty at the Franchised Location. The Franchisee is required, at the 
Franchisee's expense, to purchase specified apparel from suppliers approved by the Franchisor. 
All General Managers, employees of the Franchisee, the Franchisee and its owners shall wear the 
specified apparel at all times while working at the Franchised Location. The Franchisor has the 
right, in its sole and absolute discretion, to change or modify such grooming and dress code 
guidelines in the Operations Manual. 

j. The Franchisee agrees to renovate, refurbish, remodel or replace, at its own 

expense, the personal property and equipment used in the operation of the ROCKY MOUNTAIN 
CHOCOLATE FACTORY Store, when reasonably required by the Franchisor in order to comply 
with the image, standards of operation and performance capability established by the Franchisor 
from time to fime. If the Franchisor changes its image or standards of operation, it shall give the 
Franchisee a reasonable period of time within which to comply with such changes. 

k. The Franchisee shall be responsible for training all of its Personnel who work in 

any capacity in the ROCKY MOUNTAIN CHOCOLATE FACTORY Store. The Franchisee 
must conduct its Personnel training in the manner and according to the standards as prescribed in 
the Operations Manual. All Personnel who do not satisfactorily complete the training shall not 
work in any capacity in the Franchisee's ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store. 

1. The Franchisee shall at all times during the term of this Agreement own and 

control the ROCKY MOUNTAIN CHOCOLATE FACTORY Store authorized hereunder. The 
Franchisee shall not operate any other business or profession from or through the Store. If the 
Franchisee is an entity, the entity shall only operate the ROCKY MOUNTAIN CHOCOLATE 
FACTORY Store governed by this Agreement and no other business, unless the Franchisee 
receives the Franchisor's prior written approval. Upon request of the Franchisor, the Franchisee 

10 
232 



Case 3:08-cv-00833-JM-AJB Document 7-1 6 Filed 06/24/2008 Page 1 5 of 1 5 



shall promptly provide satisfactory proof of such ownership to the Franchisor. The Franchisee 
represents that the Statement of Ownership, attached hereto as Exhibit III and by this reference 
incorporated herein, is true, complete, accurate and not misleading, and, in accordance with the 
information contained in the Statement of Ownership, the controlling ownership of the ROCKY 
MOUNTAIN CHOCOLATE FACTORY Store is held by the Franchisee, The Franchisee shall 
promptly provide the Franchisor with a written notification if the information contained in the 
Statement of Ownership changes at any time during the term of this Agreement and shall comply 
with the applicable transfer provisions contained in Article 16 herein. In addition, if the 
Franchisee is an entity, all of the owners of the Franchisee shall sign the Personal Guaranty 
attached hereto as Exhibit 11 . 

m. The Franchisee shall at all times during the term of this Agreement keep its 
ROCKY MOUNTAIN CHOCOLATE FACTORY Store open during the business hours 
designated by the Franchisor from time to time in the Operations Manual. 

n. Unless notified in writing otherwise by the Franchisor, all Factory Candy and 

related products shall be sold and shipped to the Franchisee on a net 30-day basis, or according to 
ihc then current payment terms set by the Franchisor or its designated suppliers. The Franchisor 
reser^'es the right to charge interest at the rate of 1.5% per month if the Franchisee fails to pay for 
its orders on time and the Franchisor reserves the right to discontinue shipment of Factory Candy 
and related products to the Franchisee if the Franchisee is repeatedly delinquent in paying for its 
Factory Candy and related products, in the Franchisor's sole discretion. The Franchisee may be 
required to "prepay" Factory Candy orders, notwithstanding the payment policy set forth above, 
in the event of poor payment performance. The Franchisor reserves the right to change payment 
terms and policies at any time. The Franchisor also reserves the right to change the price for 
Factory Candy and related products from time to time as may be set forth in the most recent price 
bulletin sent to all franchisees or the then current Operations Manual. 

IL ROYALTIES 

ILL Monthly Royalty. 

The Franchisee agrees to pay to the Franchisor a monthly royalty ("Royalty") equal to 5% of its 
Gross Retail Sales generated from or through its ROCKY MOUNTAIN CHOCOLATE FACTORY 
Store. The Franchisee also agrees to pay a quarterly Royalty based on Adjusted Gross Retail Sales during 
each calendar quarter. The amount of monthly Royalty paid during each quarter shall be credited toward 
the amount of quarterly Royalty owed. Within 15 days following the end of each calendar quarter, the 
Franchisor shall calculate the amount of the Franchisee's Adjusted Gross Retail Sales during the previous 
quarter and the Franchisee shall owe the Franchisor a quarterly Royalty equal to 10% of its Adjusted 
Gross Retail Sales. "Adjusted Gross Retail Sales" shall be calculated as the amount of "Gross Retail 
Sales," defined in Section 11.2 below, minus a fixed dollar amount for each pound of Factory Candy 
purchased from the Franchisor and minus a multiple of the wholesale price, as specified by the 
Franchisor, on certain Store Candy ingredients, packaging and other products and supplies purchased 
from the Franchisor during the previous calendar quarter. The Franchisee shall be notified of any credits 
from or amounts owing to the Franchisor for the quarterly Royalty based on Adjusted Gross Retail Sales. 
Any credits or amounts owed will be added to or deducted from the following month's monthly Royalty 
payment. 
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